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Dale: e 

Contact  fe lephone  Number: 
************** 
****  ***  y t o :  
**** **** 

Gent lepeople:  

We have cons i ae red  your a p p l i c a t i o n  which you f i l e d  f o r  r e c o g n i t i o n  o f  
exemption from Federa l  income t a x  under S e c t i o n  5 O l ( c ) ( 7 )  o f  t h e  I n t e r n a l  
Revenue Code o f  1954. 

Your primary purpose i s  t o  a t t a i n  members who a r e  i n t e r e s t e d  i n  
economically a t t e n d i n g  an annual  vaca t ion  s i t e ,  end t o  c o l l e c t  weekly sums 
of  money from members t o  be  u t i l i z e d  f o r  t h e  c o s t  of  t h e  annual  vaca t ions .  

Membership i s  open t o  anyone who i s  i n t e r e s t e d  i n  one annual  v a c a t i o n .  
Members o f  the group a r e  a l lowed t o  vaca t ion  s e p a r a t e l y  and c o n t i n u e  paying 
weekly sums t o  t h e  o rgan iza t ion ,  and any member may drop o u t  o f  t h e  group 
a t  eny t inle d u r i q  t he  cou r se  o f  a year .  

Your main a c t i v i t i e s  c o n s i s t  o f  making t r a v e l  a r ra rgements  f o r  annual  
vaca t ions ,  which involves  econo~nica l  d e a l i n g s  with d i f f e r e n t  t r a v e l  
a g e n c i e s ;  c o l l e c t i n g  weekly sums o f  money from members t o  be  u t i l i z e d  f o r  
t h e  c o s t  o f  t he  annual  vaca t ions ,  which i n  c l u d e s  t h e  purchase of  * * * * *  
* * * * * * *** ***  e ~ i t a l s  t o  b r ing  the  members t o  and from ******  
* * * * * *  ****  *****  .  

I n  Revenue Ruling 7&32, a c l u b  was organized  t o  promote economical f l y i n g  
f a c i l i t i e s  f o r  i ts  members. Memberstlip i s  open t o  e l l  pe r sons  who a r e  
i n t e r e s t e d  i n  f l y i y ,  The s o l e  a c t i v i t y  o f  t h e  c l u b  invo lves  t h e  o p e r a t i o n  
and maintenance o f  t h e  f a c i l i t i e s  f o r  u se  by t h e  members. There i s  l i t t l e  
commiql ing  amoq  members f o r  s o c i a l  o r  r e c r e a t i o n a l  purposes .  

I t  i s he ld  t h a t  t h e  c l u b  does  n o t  q u a l i f y  f o r  exemption from Fede ra l  income 
t a x  unuer S e c t i o n  5Ql(c) ( 7 )  o f  t h e  Cooe, because t h e  s o l e  a c t i v i t y  o f  t h i s  
c l u b  i s  render ing  f l y i n g  s e r v i c e s  t o  i ts  members and t h e r e  is no 
s i g n i f i c d r ~ t  commingl ig  of  i ts members. 

S e c t i o n  :Ol(c)(7)  of t h e  Cbde porovides  f o r  exemption from Fede ra l  ircome 
tdx  o f  c l u b s  organized  and opera ted  e x c l u s i v e l y  f o r  p l e a s u r e ,  r e c r e a t i o n ,  
and o t h e r  nonpro f i t ab l e  purposes provided no p a r t  o f  t h e  n e t  e a r n i n g s  
i n u r e s  t o  t h e  b e n e f i t  o f  any p r i v a t e  shareholder .  



I n  o r d e r  f o r  a c l u b  t o  meet t h e  requirements  f o r  exen;ption under  S e c t i o n  
5 G l ( c ) ( 7 )  o f  the Code, t h e r e  must be an  e s t a b l i s h e d  membership o f  
i n d i v i d u a l s ,  pe r sona l  c o n t a c t s ,  and fe l lowship .  Furthermore,  a commingling 
of members must p l a y  a  m a t e r i a l  p a r t  i n  t h e  a c t i v i t i e s  o f  t h e  o r g a n I r a t i o n .  

S ince  your main purpose and a c t i v i t i e s  c o n s i s t  o f  simply c o l l e c t i n g  weekly . 
sums from members and meking t r a v e l  a r r a q e m e n t s  f o r  anrxlal v a c a t i o n s  t h a t  
members nray a t t e n d  s e p a r a t e l y ,  t h e r e  Is l i t t l e  commingling among t h e  
members o f  your o rgan iza t ion  f o r  socf .a l  o r  r e c r e a t i o n a l  purposes .  

The re fo re ,  i t  i s  he ld  t h a t  your o r g a n i z a t i o n  does  no t  q u a l i f y  f o r  exempt ior~  
unaer S e c t i o n  5Ql(c)(7) o f  the Code, and you a r e  r equ i r ed  t o  f i l e  Fede ra l  
t a x  r e t u r n s  on Form 1120, Nor do  you q u a l i f y  under  any o t h e r  paragraph  o f  
s e c t j o n  5Gl (c ) .  

I f  you do  n o t  agrue  w i t h  t h i s  de te rmina t ion ,  you may r e q u e s t  a Conference 
w i t h  the Regional D i r ec to r  o f  @ p e a l s  by p r o t e s t i n g  i n  accordance w i t 1 7  the 
enc loseo  i n s t r u c t i o n s  k i t t ~ i n  30 days. 

P r o t e s t s  submit ted which do n o t  c o n t a i n  a l l  t h e  documentation s t a t e d  i n  the 
i n s t r u c t i o n s  w i l l  be  re turned  f o r  complet ions,  

I f  we do  no t  h e a r  from you w i t h i n  t h a t  time, t h i s  de t e rmina t ion  w i l l  become 
F i n s l .  1 

S i n c e r e l y  yours ,  

District Di rec to r  I 
Enclosure : Fublica t i o n  892 


